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MTDC  Overview 


Massachusetts  has  a  long 
tradition  of  leadership  in  the 
application  of  technology  to  solve 
basic  problems  and  advance  the 
commercial  success  of  new 
enterprises.  In  part,  this  history 
has  been  a  result  of  the  Common- 
wealth's need  to  provide  premium- 
priced  products  for  export  to  other 
parts  of  the  nation  and  the  world 
to  offset  the  high  cost  of  importing 
the  basic  resources  of  food  and 
energy.  The  tradition  has  long  been 
institutionalized  through  the  large 
number  of  public  and  private 
universities,  the  strong  system  of 
public  schools  and  the  financial 
institutions  that  have  supported 
these  activities. 

The  fundamental  prerequisites  of 
a  strong  technology-based 
economy  are  technological  talent, 
entrepreneurial  leadership,  and 
financial  resources  that  encourage 
research  and  development  and 
patiently  nurture  new  industries. 
The  Commonwealth  has  taken  a 
leadership  role  over  the  years  in 
providing  support  for  these  basic 
needs.  This  leadership  role  began 
in  the  17th  century  when  the 
Commonwealth  provided  financial 
support  to  help  build  Harvard 
University.  It  continued  in  the  19th 
century  when  MIT  was  founded 
with  significant  financial 
assistance  from  the  State.  In  the 
20th  century,  the  Commonwealth 
has  expanded  its  commitment  to 
the  future  through  innovative 
programs  like  MTDC. 


MTDC  History 

In  1978  a  law  was  enacted  cre- 
ating the  Massachusetts  Tech- 
nology Development  Corporation. 
MTDC  was  established  to  address 
the  "capital  gap"  for  start-up  and 
expansion  of  early-stage 
technology  companies. 


From  1980  through  1985,  MTDC 
made  investments  totaling  over 
$7.3  million  among  33  companies. 
As  MTDC  entered  the  90s,  its  total 
cumulative  investments  grew  to 
over  $17.7M  (including  PRIT)  in  55 
companies  through  June  30,  1991. 
Furthermore,  the  Corporation 
became  actively  self-supporting 
based  upon  returns  from  previous 
investments. 

In  1986  MTDC  began  investing 
$2  million  of  the  Massachusetts 
Pension  Reserves  Investment  Trust 
(PRIT)  under  a  management 
agreement  with  the  Pension 
Reserves  Investment  Management 
Board  (PRIM).  These  funds  are 
invested  at  later-stage  rounds  of 
financing  where  there  are 
opportunities  for  substantial 
capital  gains  to  benefit  PRIT. 


MTDC  Objectives 

Through  each  phase  of  its 
existence,  MTDC  has  pursued  the 
following  four  basic  objectives: 

•  to  help  create  primary 
employment  in  technology- 
based  industries  in 
Massachusetts; 

•  to  attract  and  leverage  private 
investment  in  Massachusetts 
companies; 

•  to  foster  the  application  of 
technological  innovations  where 
Massachusetts  companies  are, 
or  can  be,  leaders; 

•  to  nurture  entrepreneurship 
among  Massachusetts  citizens, 
planting  the  seeds  for  long-term 
economic  development  in  the 
State. 


MTDC  Programs 

While  MTDC's  Investment 
Program  has  been  its  most  visible 
activity,  the  Management 
Assistance  Program  has  been 
quietly  helping  entrepreneurs  to 
launch  or  expand  their  businesses. 
Through  this  Program,  MTDC  's 
staff  reviews  initial  business  plans, 
provides  counsel  as  to  the  most 
feasible  ways  of  raising  necessary 
capital  from  private  and/or  public 
sources,  and  assists  companies  in 
locating  these  alternative  sources 
of  funding. 


Report  of  the  Chairman  and  President 


With  the  fiscal  year  ended  June 
30,  1991,  the  Massachusetts 
Technology  Development 
Corporation  completed  its  twelfth 
year  of  operation.  During  the  year 
MTDC  committed  to  invest  in 
seven  new  companies.  Of  these 
commitments,  the  following  were 
closed:  Augment  Systems,  Inc., 
Bedford;  Endogen,  Inc.,  Boston; 
EXOS,  Inc.,  Burlington;  Reflection 
Technology,  Inc.,  Waltham;  and 
StatSpin  Technologies,  Norwood. 
Shortly  after  the  end  of  the  fiscal 
year,  an  investment  was  closed  in 
Technology  Integration, 
Incorporated  (Til),  Bedford.  These 
six  companies  represent  the 
greatest  number  of  additions  to 
MTDC's  portfolio  in  a  single  year 
since  1988. 

Of  the  six  companies,  three  were 
in  the  start-up  phase  of  their 
existence  —  Augment  Systems, 
EXOS  and  Reflection  Technology; 
the  other  three  were  in  the  early 
stages  of  expansion.  These  types 
of  companies  represent  a  cross 
section  of  firms  emerging  from  the 
Massachusetts  technology 
community  in  the  1990s. 

In  many  respects,  this  cross 
section  replicates  MTDC's 
experiences  when  it  began  its 
Investment  Program  in  the  early 
1980s.  Then,  too,  newly  emerging 
technology  firms  were  started  in  a 
period  of  economic  recession. 
However,  as  we  enter  the  1990s, 
risk  capital  to  help  launch  and 
grow  these  businesses  is  scarce. 
Securing  co-investor  risk  capital 
remains  the  most  important 
challenge  confronting  MTDC  today. 

The  number  of  potential 
investment  opportunities  submitted 
to  MTDC  continues  at  a  steady 
pace.  Since  there  are  so  few 
venture  capital  firms  focusing  on 
early-stage  companies,  the  quality 
of  deals  presented  to  MTDC  and 


its  co-investors  continues  to  be 
unusually  strong. 

With  this  as  background,  we 
would  like  to  report  on  a  few  key 
accomplishments. 

Funds  Committed 

During  FY91,  MTDC  committed  a 
total  of  $1,868,000,  of  which 
$1,600,000  was  to  seven  companies 
new  to  the  MTDC  portfolio  and 
$268,000  was  to  follow-on 
investments  in  six  portfolio 
companies.  By  year  end, 
approximately  $1,593,000  of  these 
commitments  had  been  closed  or 
were  pending  for  closing.  MTDC 
also  committed  and  closed 
$150,000  of  PRIT  funds  during  the 
year. 

Exit  Strategy  and  Financial 
Returns 

As  of  June  30,  1991,  MTDC  had 
exited  27  of  the  55  companies  in 
which  it  had  invested.  Eight  had 
completed  successful  initial  public 
offerings  of  their  securities,  ten 
had  been  acquired  by  other  firms, 
two  bought  back  their  securities 
from  MTDC,  and  seven  had  ceased 
operations. 

MTDC  realized  gains  in  FY91  of 
$1,009,500.  Realized  losses  totaled 
$898,957.  The  cumulative  gains  on 
equity  investments  since  1980  total 
$7,310,865,  while  cumulative  losses 
on  both  debt  and  equity 
investments  total  $3,140,542,  for 
total  net  gains  of  $4,170,323. 

Investment  Capital 

While  MTDC's  initial  investment 
capital  came  from  federal  and 
state  grants,  the  Corporation  has 
used  gains  as  the  primary  source 
of  additional  capital  for  current  and 
future  investments.  The  following 
summarizes  these  investment 
capital  sources  as  of  June  30,  1991. 


Economic  Development 
Administration  of  the 
U.S.  Department  of 

Commerce $  2,972,000 

Commonwealth  of 

Massachusetts 5,200,000 

Transferred  from  Gains 

on  Previous  MTDC 

Investments 5,005,201 

Total $13,177,201 

In  terms  of  future  investment 
capital,  MTDC  has  made  progress 
on  a  legislative  initiative  introduced 
in  FY90  that  would  enable  the 
Corporation  to  attract  non- 
governmental investors  to  the  types 
of  early-stage  companies  in  which  it 
has  traditionally  invested. 

Economic  Benefits 

The  principal  objective  of  the 
MTDC  Investment  Program  has  been 
to  assist  early-stage  technology 
companies  to  start  or  expand  in 
Massachusetts.  In  this  way,  MTDC 
encourages  the  commercialization  of 
technology  developed  in  Massachu- 
setts corporations  and  research 
institutions.  As  a  result,  the 
Corporation  helps  to  replenish  the 
supply  of  new  technology  busi- 
nesses whose  growth  in  employ- 
ment will  help  to  offset  the  decline 
among  mature  technology 
companies.  Furthermore,  these  new 
Massachusetts  firms  are  becoming 
aggressive  competitors  in  the  global 
marketplace  very  early  in  their  life 
cycles. 

These  early-stage  companies 
provide  significant  employment 
growth  opportunities  and  long-term 
value  to  the  Massachusetts 
economy.  As  of  December  31,  1990, 
the  40  active  companies  in  which 
MTDC  had  invested  employed  more 
than  4,800  people.  This  employment 
generated  a  reported  annual  payroll 
of  over  $186  million,  federal  tax 
revenue  of  over  $52  million  and  state 
tax  revenue  of  over  $9.6  million.  In 


In  addition,  these  companies 
annually  purchased  an  estimated 
$100  million  plus  of  goods  and 
services.  Many  of  these  purchases 
were  from  other  Massachusetts 
companies,  continuing  to  prime 
our  local  economy. 

Another  economic  benefit  has 
been  the  significant  amount  of 
private  co-investment  that  MTDC's 
Investment  Program  has  leveraged 
in  the  portfolio  companies. 
Through  June  30,  1991,  MTDC's 
cumulative  investment  of 
approximately  $16  million  leveraged 
an  estimated  $75.2  million  at  the 
time  of  initial  investment. 
Subsequently,  these  companies 
raised  an  estimated  additional 
$166.8  million. 

MTDC's  mission  is  to  leverage 
private  investment  in  Massachu- 
setts early-stage  technology 
companies.  The  entrepreneurs 
launching  these  firms  are  usually 
experienced  technologists,  but 
inexperienced  business  people. 
Therefore,  MTDC's  Management 
Assistance  Program  focuses  on 
strategies  to  increase  the  visibility 
and  successful  presentation  of 
these  companies  to  potential 
investors. 

During  fiscal  1991,  MTDC  staff 
have  devoted  considerable  time 
and  energy  to  Management 
Assistance  activities.  Among  the 
major  efforts  have  been:  assisting 
in  case  identification  and 
presentation  at  the  MIT  Enterprise 
Forum,  co-sponsoring  the  Venture 
Capital  Network,  planning  and  co- 
sponsoring  the  Second  Annual 
Technology  Transfer  Conference, 
assisting  the  committee  which 
launched  a  new  venture  forum  at 
Worcester  Polytechnic  Institute, 
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and  playing  a  critical  leadership 
role  with  the  Smaller  Business 
Association  of  New  England 
(SBANE).  These  activities  have 
enabled  MDTC  to  nurture 
entrepreneurship  and  foster  the 
development  of  innovative  early- 
stage  businesses  in  the 
Commonwealth. 

Summary 

MTDC  plays  a  unique  role  in  the 
economic  development  mission  of 
the  Commonwealth.  Its  active 
investment  program  over  the  last 
12  months,  adding  six  new 
companies  to  the  portfolio, 
demonstrates  a  commitment  to 
early-stage  investments  at  a  time 
when  most  other  firms  are  not 
supporting  this  area.  As  with  other 
counter-cyclical  investors,  there  are 
significant  opportunities 
associated  with  this  approach. 


The  financial  performance  of  the 
MTDC  investment  portfolio  over  the 
last  twelve  years  has  given  the 
Corporation  sufficient  strength  to 
continue  to  perform  its  unique  role. 
By  steadily  pursuing  its  long-term 
investment  strategy  and  its 
Management  Assistance  Program, 
MTDC  will  continue  to  successfully 
serve  its  shareholders,  the  citizens 
of  the  Commonwealth,  into  the 
next  century. 


David  N.  Wormley 
Chairman 


JOhn  F.  Hodg 
President 


jmaW 


Investment  Program  Payback 


Cumulative  Realized  Gains  and  Losses 


SMillions 


EMPLOYMENT 

Total  Annual  Payroll:  $186,000,000 


State  Tax  Revenue 
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MTDC  Publicly-Traded  Companies 


INVESTMENT  DOLLARS 
Total  Investment:  $258,000,000 


Subsequently  Leveraged 
—  S1 66.800.000 


Initially  Leveraged 
S75.200.000 


MTDC  Investment 

$16,000,000 


1991 


Initial 

IPO 

Investment 

Product 

Name 

Date 

Date 

Exchange 

Description 

Spire 

12/83 

11/79 

ore 

Alternative  Energy  — 
Photovoltaics 

DISCOM 

7/84 

1/80 

ore 

Video  Display 
Deflection  Yokes 

Vitronics 

10/84 

5/83 

ore 

Infra-red  Technology 

Pacer  Systems 

7/85 

6/81 

British  Unlisted 
Securities  Market 

Avionics 

Cambridge  Analytical 

4/86 

3/85 

OTC 

Hazardous  &  Toxic 
Waste  Analysis 

Interleaf 

6/86 

8/82 

ore 

Electronic  Publishing 
Software 

Xylogics 

3/87 

4/80 

OTC 

Computer  Disc 
Controllers 

Zoom  Telephonies 

8/88 

8/85 

OTC /Vancouver 
Stock  Exchange 

Telecommunications 

The  above  schedule  describes  each  company  in  which  MTDC  made  an  investment 
and  which  subsequently  undertook  an  initial  public  offering  of  its  securities. 


Investments 


Exos 

Burlington 

In  December  1990  MTDC  made  a 
$250,000  debt/equity  investment  in 
EXOS,  a  company  which  designs, 
develops  and  manufactures 
medical  measurement  and 
rehabilitation  products  using 
patented  robotic  sensing 
technologies.  MTDC  was  the  lead 
investor  in  this  total  $500,000 
financing. 

EXOS  currently  manufactures 
and  markets  three  products.  The 
Clinical  HandMaster  System"11 
(CHMS)  provides  a  complete  tool 
for  medical  evaluation  of  the  hand 
and  wrist. 

The  GripMaster,m  (GM)  measures 
dynamic  wrist  function  and 
pressure  distribution  on  the  hand. 
The  GM  can  be  used  by  industrial 
designers  and  product 
development  engineers  to  design 
more  comfortable  and  easier-to-use 
tools,  workstations  and  consumer 
products. 

The  Dexterous  Hand  Master"11 
(DHM)  is  a  high-precision 
exoskeleton  that  simultaneously 
monitors  the  motion  of  all  the 
finger  joints.  Using  it,  scientists  are 
creating  "smart"  robotic  hands  that 
can  grasp  and  manipulate  objects 
with  human-like  finesse.  The  DHM 
provides  a  simple,  easy-to-use 
method  for  controlling  complex 
machines  or  analyzing  human 
motions. 

The  Company  has  completed 
two  Phase  I  Small  Business 
Innovation  Research  (SBIR) 
contracts  with  NASA  for 
development  of  related  robotic 
products,  and  has  also  submitted 
an  application  for  a  Phase  II  SBIR 
contract.  As  a  result  of  this  work, 
EXOS  expects  to  spin  off 
additional  commercial  products. 


^ 


Bedford 


AUGMENT 


(^ 


NDOGEN2 


In  December  1990  MTDC 
committed  a  $250,000  investment 
in  Augment  Systems,  alongside  co- 
investors  Zero  Stage  Capital  and 
Claflin  Capital,  bringing  the  total 
venture  financing  to  $900,000. 

Augment  is  a  start-up  concern 
which  designs  and  markets  high- 
speed fiber  optic  interface  cards 
for  direct  computer-to-computer 
linkage  (referred  to  as  "point-to- 
point")  where  the  need  for  high- 
speed data  communication  cannot 
be  met  adequately  by  a  network 
solution. 

Augment  offers  fiber  optic  links 
for  four  of  the  more  popular  buses, 
the  wire  array  which  serves  as  a 
computer's  data  path.  The 
products,  which  are  the  first  of 
their  kind  for  workstations,  are 
available  as  a  matched  set  of 
boards  which  plug  directly  into  the 
back  of  the  two  machines  to  be 
linked.  The  fast  rates  of  data 
transfer  available  on  workstations 
are  currently  brought  to  a  relative 
crawl  by  slow  network  rates, 
making  the  high-speed  pathways 
available  with  Augment  links  highly 
desirable. 

Fiber  optic  bus  links  have 
applications  in  real-time,  process 
control,  imaging,  color  processing, 
simulation,  LAN  bypass,  remote 
disk  and  tape,  remote  I/O  card 
cages,  and  memory  mapped  cpu- 
to-cpu  transfers.  Some  of  the 
markets  for  these  products  are 
government  and  university 
research,  government  integrators 
and  primes,  computer  vendors, 
system  integrators  and  OEMs. 


Boston 

In  April  1991  MTDC  invested 
$200,000  of  equity  funds  in 
Endogen  as  part  of  a  $1  million 
round  of  financing.  Co-investing 
with  MTDC  were  G  &  G 
Diagnostics  and  Biozol 
Diagnostika. 

Established  in  1983,  Endogen 
develops,  manufactures  and 
markets  domestically  and  overseas 
a  line  of  novel  diagnostic  test  kits 
for  research  and  pre-clinical  use. 
The  Company's  ELISA  kits  utilize 
monoclonal  antibodies  to  detect 
and  measure  with  great  sensitivity 
a  group  of  human  immune 
regulating  proteins  called 
cytokines.  Cytokines  are  the  target 
of  intense  study  by  the  medical 
and  biotech  communities  because 
of  their  central  role  in  cancer, 
AIDS,  rejection  of  organ 
transplants,  arthritis,  lupus  and 
other  immune  disorders. 

Major  Endogen  customers 
include  all  of  the  top  ten 
pharmaceutical  companies 
worldwide,  seven  of  the  top  ten  U.S. 
biotech  companies,  and  the 
National  Institutes  of  Health,  as 
well  as  many  of  the  leading 
research  and  teaching  hospitals 
throughout  the  world. 

The  global  nature  of  medical 
research  led  early  on  to  strong 
international  demand  for  Endogen's 
products.  Today  international  sales 
account  for  over  30%  of  the 
Company's  revenues.  In  the  future, 
Endogen  will  continue  to  maintain 
close  customer  links  in  the  United 
States.  Canada.  Western  Europe. 
Japan  and  the  Pacific  Rim. 


StatSpin  technologies 

Norwood 

In  April  1991  MTDC  made  a 
$250,000  debt  investment  in 
StatSpin  Technologies. 
Contributing  additional  funds  at 
the  same  time  were  previous 
individual  investors. 

StatSpin-    was  founded  in  1984 
to  develop,  manufacture  and  sell 
innovative  devices  for  the 
collection,  preparation  and 
processing  of  blood.  It  sold  its  first 
centrifuge  in  late  1986  and  has 
since  broadened  its  product  line  to 
focus  on  the  microsampling  and 
processing  of  extremely  small 
amounts  of  blood  for  a  variety  of 
testing  and  screening  procedures. 

The  Company  has  been  built  on 
the  development  of  a  novel 
centrifuge  (which  now  includes  five 
models)  that  rapidly  prepares 
plasma  so  that  it  may  be  analyzed 
for  many  different  purposes. 
StatSpin  subsequently  addressed 
the  after-market  for  consumables 
by  developing  disposable  blood 
collectors,  holders,  tags  and 
readers  that  fit  its  centrifuges. 

The  Company  is  currently 
introducing  a  high-speed  slide 
spinner,  DiffSpintm,  which  prepares 
uniform,  consistent  and  repeatable 
monolayers  of  blood  cells  on  a 
slide  for  microscopic  examination 
and  analysis  by  a  technician. 
DiffSpin  automates  and  makes 
foolproof  what  has  traditionally 
been  a  manual,  technique-sensitive 
process. 

Additional  products  are  under 
development  to  support  growth  of 
existing  business  and  to  reach  new 
market  segments,  such  as 
biotechnology  laboratories.  The 
Company  is  also  evaluating  non- 
medical applications  of  its 
technology. 


E83 


Waltham 


REFLECTION 
TECHNOLOGY 


In  August  1990  MTDC  made  a 
$250,000  convertible  debt 
investment  in  Reflection 
Technology.  Major  institutional 
investors  joining  MTDC  in  this  $3.3 
million  round  of  financing  were 
Applied  Technology  Investors, 
Technology  Funding,  Mitsui 
Comtek  and  Metropolitan  Life 
Insurance  Company. 

Reflection  Technology 
manufactures  a  family  of  virtual 
displays  called  Private  Eye® 
displays  that  allow  a  full  page  of 
computer  text  to  be  viewed  through 
a  device  that  is  just  slightly  bigger 
than  a  stamp,  weighs  only  2.5 
ounces  and  can  be  handheld  or 
worn  as  a  headband. 

The  display  is  an  ultraminiature 
optoelectronic  system.  When  it  is 
held  to  the  user's  eye,  he  sees  a 
full-size  computer  monitor  display 
at  a  comfortable  reading  distance, 
with  the  remainder  of  his  visual 
field  undisturbed.  The  device  can 
not  only  shrink  a  product  which  is 
currently  full  size  but  also  can 
enhance  a  small  product  by 
providing  full-screen  display 
capability. 

High  quality  text  and  graphics 
are  both  possible.  When  mounted 
on  a  headband,  the  display  seems 
to  be  floating  in  front  of  the  user, 
inset  unobtrusively  into  his  field  of 
view,  leaving  him  free  to  do  other 
tasks  while  simultaneously  viewing 
the  display. 

The  two  best  application  areas 
for  virtual  displays  are  "Smart 
Tools"  —  portable  information 
delivery  systems  aimed  at  the 
equipment  maintenance  market; 
and  consumer  products  — 
including  virtual  reality  games, 


viewfinders  and  portable 
information  devices. 

Specific  OEM  customers  of  the 
Company,  who  have  been 
designing  new  products  with  the 
Private  Eye  Development  Kit,  are 
coming  forward  with  commercial 
announcements.  Included  in  these 
are  handheld  read-only  fax 
machines,  portable  industrial 
maintenance  service  manuals, 
handheld  reference  books  and 
portable  personal  computers.  Other 
applications  under  current 
development  span  the  spectrum 
from  video  games  to  portable 
offices  of  the  future. 
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MARY  E.  MAKELA 
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TIMOTHY  J.  McNEILL 
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JOHN  F.  HODGMAN 
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ELLEN  M.  KELLIHER 
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ROBERT  J.  CREEDEN 
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KAREN  L  BUTTS 
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ESTHER  E.  LARSON 
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GAIL  M.  CORMIER 
Administrative  Assistant 


ANDREW  G.  MILLS 
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MARIE  B.  PHANEUF 
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HONORABLE  DR.  PIEDAD  ROBERTSON 
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Independent  Auditors'  Report 


Deloitte  & 
Touche 


A 


Massachusetts  Technology  Development  Corporation: 

We  have  audited  the  accompanying  balance  sheets  of  Massachusetts  Technology  Development 
Corporation  as  of  June  30,  1991  and  1990,  and  the  related  statements  of  revenues,  expenditures, 
and  changes  in  fund  balances  and  cash  flows  for  the  years  then  ended.  These  financial 
statements  are  the  responsibility  of  the  Corporation's  management.  Our  responsibility  is  to 
express  an  opinion  on  these  financial  statements  based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about 
whether  the  financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining, 
on  a  test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An 
audit  also  includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation.  We  believe  that 
our  audits  provide  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  such  financial  statements  present  fairly,  in  all  material  respects,  the  financial 
position  of  Massachusetts  Technology  Development  Corporation  as  of  June  30,  1991  and  1990, 
and  its  revenues,  expenditures,  and  changes  in  fund  balances  and  its  cash  flows  for  the  years 
then  ended,  in  conformity  with  generally  accepted  accounting  principles. 


<^L     9*- 


Boston,  Massachusetts 
August  16,  1991 


Financial  Statements 


Balance  Sheets,  June  30,  1991  and  1990 
ASSETS 

GENERAL  SUPPORT: 

Cash,  cash  equivalents  and  short-term 

investments  

Interest  receivable 

Other  receivable 

Prepaid  expenses  and  deposits   

Leasehold  improvements  and  office 

equipment  —  at  cost  less  accumulated 

depreciation  and  amortization  of 

$108,256  in  1991  and  $88,948  in  1990 

Restricted  cash,  cash  equivalents  and 

short-term  investments   

Total  general  support 

RESTRICTED  FOR  INVESTMENT  PROGRAMS: 
Cash,  cash  equivalents  and  short-term 

investments  

Investments  

Total  restricted 

TOTAL  ASSETS 

LIABILITIES  AND  FUND  BALANCES 

GENERAL  SUPPORT: 

Accrued  liabilities 

Fund  balance 

Total  general  support 

RESTRICTED  FOR  INVESTMENT  PROGRAMS 
Fund  balance 

TOTAL  LIABILITIES  AND  FUND  BALANCES  .  . 


Notes 


1991 


1990 


2,4 

$   190,577 
42,614 
33,250 
26,794 

$  181,061 
38,731 

9,739 

2 

18,699 

41.728 

2,4,6 

858,437 

858,437 

1,175,371 

1,129,696 

2,4 

2,3 

2,525,870 
7,510,789 

10,036,659 

2.644.931 
7,790,685 

10,435,616 

$11,212,030 

$11,565,312 

$       79,898 
1,095,473 

1,175,371 

10,036,659 
$11,212,030 


S       83.486 
1,046,210 

1,129,696 

10.435.616 
$11,565,312 


See  notes  to  financial  statements. 
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Statements  of  Revenues,  Expenditures,  and  Changes  in  Fund  Balances 
for  the  Years  Ended  June  30, 1991  and  1990 


1991 


1990 


Notes 


General 

Restricted 

General 

Restricted 

Support 

Funds 

Support 

Funds 

$1,009,500 

$   610,311 

409,361 

467,824 
20,261 

60,000 

60,000 

2,906 

3,559 

15,826 

REVENUES: 

Gains  on  equity  investments 

Interest  earned 

Dividend  income 

Management  fee  income  . . . 
Gain  on  disposition 

of  office  equipment 

Miscellaneous 

Total  revenues 

EXPENDITURES  — 
General  support 

RECOGNIZED  LOSSES 
ON  INVESTMENTS 

EXCESS  (DEFICIENCY) 
OF  REVENUES  OVER 
EXPENDITURES   

INTERFUND  TRANSFER    ... 

FUND  BALANCES, 

BEGINNING  OF  YEAR  ..  . 

FUND  BALANCES, 

END  OF  YEAR 


2 
2 


1,485,326 


936,063 


1,174,222 


842,933 


$     (898,957) 

$     (674,998) 

549,263 

(898,957) 

331,289 

(674,998) 

(500,000) 

500,000 

(500,000) 

500,000 

1,046,210 

10,435,616 

1,214,921 

10,610,614 

$1,095,473 

$10,036,659 

$1,046,210 

$10,435,616 

See  notes  to  financial  statements. 
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Financial  Statements 


Statements  of  Cash  Flows 

for  the  Years  Ended  June  30, 1991  and  1990 


1991 


1990 


. . .  General  Support  . . . 
Unrestricted      Restricted 


Restricted 

for 

Investment 

Programs 


. . .  General  Support  . . . 
Unrestricted      Restricted 


Restricted 

for 

Investment 

Programs 


CASH  FLOWS  FROM  GENERAL 

SUPPORT  ACTIVITIES: 
Excess  of  revenues  over  expenditures 
Adjustments  to  reconcile  excess  of 
revenues  over  expenditures  to  net 
cash  used  for  general  support 
activities: 

Gains  on  sales  of  investments  .... 
Gain  on  disposal  of  office 

equipment 

Depreciation  and  amortization 

Increase  (decrease)  in  cash  from: 

Interest  receivable 

Management  fee  receivable .  . . 

Other  receivable 

Prepaid  expenses  and  deposits 
Accrued  liabilities 

Total  adjustments  

Net  cash  (used  for)  General  Support 
activities 

CASH  FLOWS  FROM  (USED  FOR) 
NONCAPITAL  FINANCING 
ACTIVITY: 
Interfund  transfer 

CASH  FLOWS  FROM  (USED  FOR) 

CAPITAL  ACTIVITIES: 
Expenditures  for  office  equipment  . . . 
Proceeds  from  disposal  of  office 

equipment 

Net  cash  provided  by  (used  for) 
capital  activities 

CASH  FLOWS  FROM  RESTRICTED 

FOR  INVESTMENT  PROGRAMS 

ACTIVITIES: 

Purchases  of  investments 

Proceeds  from  the  sale  of  investments: 

Gains  

Costs  recovered 

Principal  repayments 

Net  cash  provided  by  (used  for) 
Restricted  for  Investment 
Programs  activities 

NET  INCREASE  (DECREASE)  IN 
CASH,  CASH  EQUIVALENTS  AND 
SHORT-TERM  INVESTMENTS 

BEGINNING  CASH,  CASH 

EQUIVALENTS  AND  SHORT-TERM 
INVESTMENTS 

ENDING  CASH,  CASH  EQUIVALENTS 
AND  SHORT-TERM  INVESTMENTS 

See  notes  to  financial  statements. 
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$   549,263 


(1,009,500) 

(2,906) 
20,962 

(3,883) 

(38,250) 

(17,055) 

(3,588) 

(1,054,220) 
(504,957) 


(500,000) 


4,973 
4,973 


1,009,500 


1,009,500 


9,516 


181,061 


$   500,000 


$   858,437 


$    190,577  $    858,437 


(1,301,257) 


455,289 
226,907 


(619,061) 


(119,061) 


2,644,931 


$2,525,870 


$   331,289 


(610,311) 


20,846 

34.138 
15.000 

260 

11,086 

(528,981) 

(197,692) 


(500,000) 
(8,919) 

(8,919) 


610.311 


610.311 


(96.300) 


277.361 


$   181.061 


$   500.000 


S   858.437 


$   858.437 


(822.651) 


229.154 
317.170 


(276.327) 


223.673 


2.421.258 


S2.644.931 


Notes  to  Financial  Statements 


1.  Organization  and  Operations 

Massachusetts  Technology  Development  Corporation  was  created  as  a  body  politic  and  instrumentality  of  the  Commonwealth 
of  Massachusetts  on  October  19,  1978,  pursuant  to  Chapter  497  of  the  Acts  of  1978.  The  purpose  of  the  Corporation  is  to 
provide  financial  and  other  assistance  to  innovative  enterprises  in  Massachusetts  that  have  the  potential  to  expand  and 
generate  new  jobs  and  tax  revenues.  The  Corporation  is  governed  by  a  Board  of  Directors  consisting  of  eleven  members, 
eight  of  whom  are  appointed  by  the  Governor  from  the  private  sector  and  three  of  whom  are  public  officials. 

The  Corporation  is  successor  to  the  Massachusetts  Science  and  Technology  Foundation  (which  was  simultaneously  dissolved) 
and  assumed  all  rights,  assets  and  liabilities  of  the  Foundation.  Through  the  fiscal  year  ended  June  30, 1988,  appropriations 
from  the  Commonwealth  were  a  significant  source  of  funding  for  both  the  Corporation  and  its  predecessor.  In  1988,  the 
Corporation  and  the  Commonwealth  settled  a  long-standing  obligation  to  repay  the  Commonwealth  for  funds  appropriated 
since  inception.  Since  1988,  the  Corporation  has  become  self-supporting  from  earnings  and  gains  on  past  investments. 

2.  Summary  of  Significant  Accounting  Policies 

Statement  of  Cash  Flows  —  The  Corporation  considers  all  highly  liquid  investments,  purchased  with  a  remaining  maturity 
of  three  months  or  less,  to  be  cash  equivalents. 

Short-Term  Investments  —  Short-term  investments  are  those  with  maturities  in  excess  of  three  months  and  are  valued  at 
cost,  which  approximates  market.  The  Corporation  has  approximately  $855,000  and  $1,234,000  in  short-term  investments 
as  of  June  30,  1991  and  1990,  respectively. 

Property  and  Equipment  —  Property  and  equipment  are  stated  at  cost  and  are  being  depreciated  on  a  straight-line  basis 
over  estimated  useful  lives  ranging  from  three  to  ten  years.  Depreciation  and  amortization  expense  approximated  $21,000 
for  the  years  ended  June  30,  1991  and  1990. 

Investments  —  The  Corporation's  investment  securities  are  purchased  in  the  name  of  the  Corporation  and  are  maintained 
in  a  vault  at  a  financial  institution.  These  investments  are  generally  in  early-stage  technology  companies. 

Investments,  consisting  of  notes  receivable  and  investments  in  capital  stock  (Note  3),  are  generally  not  readily  marketable 
and  are  recorded  at  cost.  In  the  opinion  of  management,  the  aggregate  market  value  of  investments  was  in  excess  of  cost 
at  June  30,  1991  and  1990.  Upon  the  occurrence  of  a  specific  event  which  creates  a  decline  in  value  which  is  determined 
to  be  other  than  temporary,  the  investment  is  written  down  and  an  investment  loss  is  recognized.  Interest  earned  is  credited 
to  the  Corporation's  General  Support  Fund.  Gains  on  investments  are  credited  to  the  Corporation's  General  Support  Fund 
when  realized,  and  losses  are  charged  against  Restricted  Fund  Balances.  Repayments  of  principal  and  proceeds  from  the 
sale  of  equity  investments  (to  the  extent  of  the  cost  basis)  remain  in  funds  restricted  for  investment  programs.  During  the 
years  ended  June  30, 1991  and  1990,  the  Corporation  realized  gains  on  sales  of  investments  totaling  $1,009,500  and  $610,311, 
respectively.  For  the  years  ended  June  30, 1991  and  1990,  the  Corporation  charged  $898,957  and  $674,998,  respectively,  against 
restricted  funds  as  losses  on  investments. 

Income  Taxes  —  The  Corporation,  as  an  instrumentality  of  the  Commonwealth,  is  not  required  to  pay  federal  or  state  income 
taxes. 

3.  Investment  Programs 

Sources  of  Funds  —  The  Corporation's  original  investment  funds  were  provided  in  1979  by  a  $2,000,000  grant  (including 
$28,000  in  start-up  costs)  from  the  Economic  Development  Administration  (EDA),  U.S.  Department  of  Commerce.  Under  this 
grant,  the  Corporation  makes  loans  from  a  revolving  loan  fund  to  eligible  borrowers,  defined  as  Massachusetts-based 
businesses  with  operations  involving  a  significant  amount  of  technology,  which  are  located  in  EDA  Title  IV  redevelopment 
areas  and  which  meet  the  requirements  of  the  Corporation's  enabling  act. 

During  the  year  ended  June  30, 1981,  the  Corporation  was  awarded  a  $1,000,000  grant  under  the  Corporations  for  Innovation 
Development  (CID)  program  of  the  U.S.  Department  of  Commerce.  The  grant  award  is  for  the  purpose  of  establishing  a  second 
revolving  loan  fund  to  assist  in  the  creation  and  development  of  small,  innovative  high  technology  companies  in  Massachusetts. 
In  addition,  the  Commonwealth  of  Massachusetts  appropriated  $1,000,000  to  the  Corporation  as  matching  funds  for  the 
federal  grant.  The  Commonwealth  appropriation  is  restricted  to  equity  investments. 

Each  year  from  fiscal  years  1982  to  1988,  the  Commonwealth  of  Massachusetts  appropriated  additional  amounts  to  augment 
the  Corporation's  investment  fund.  Since  fiscal  year  1988,  no  such  appropriations  have  been  made.  At  June  30,  1991,  the 
cumulative  amount  of  appropriations  totaled  $4,200,000. 

Under  the  terms  of  the  grants  of  investment  funds  from  the  Federal  Government  and  the  Commonwealth,  principal  repayments 
and  costs  recovered  are  returned  to  the  Restricted  for  Investment  Programs  Fund  to  be  reinvested  in  accordance  with  the 
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Notes  to  Financial  Statements 


Sources  of  Funds  (Continued)  —  criteria  required  by  the  grants'  provisions  and  the  Corporation's  enabling  legislation  and 
policies.  In  addition,  the  Board  of  Directors  of  the  Corporation  has  transferred  approximately  $5,005,000  cumulatively  through 
fiscal  year  1991  to  the  Restricted  for  Investment  Programs  Fund  to  be  reinvested  in  accordance  with  the  criteria  required 
by  the  Corporation's  enabling  legislation  and  policies.  The  transferred  funds  were  derived  from  earnings  and  gains  realized 
on  past  investments  by  the  Corporation. 

The  total  funds,  since  inception  of  the  Corporation,  which  have  been  made  available  for  investments  are  as  follows: 

Economic  Development  Administration  of  the 

U.S.  Department  of  Commerce $  2,972,000 

Commonwealth  of  Massachusetts 5,200,000 

Gains  on  sales  of  equity  securities  allocated  to 

General  Support  Fund $7,310,865 

Portion  of  gains  used  for  General  Support 

activities (2.305,664) 

Transfers  to  the  Restricted  for  Investment 

Programs  Fund  5,005,201 

Total  funds  made  available  for  investments  13,177,201 

Losses  on  investments (3,140,542) 

Restricted  for  Investment  Programs  Fund 

Balance $10,036,659 


Investments  —  During  the  years  ended  June  30,  1991  and  1990,  the  Corporation  made  loans  and  equity  investments  in 
aggregate  amounts  of  $1,301,257  and  $822,651,  respectively.  The  terms  of  certain  notes  include  an  equity  participation  feature 
such  as  rights  to  convert  to  stock  at  a  predetermined  price  or  warrants  to  purchase  common  stock,  in  addition  to  interest 
due  monthly  at  rates  varying  from  7%  to  13%  per  year.  Repayment  of  principal  is  generally  due  either  on  demand  or  in 
monthly  installments  ranging  from  thirty-six  to  sixty  months,  commencing  six  months  to  five  years  from  the  date  of  the 
loan.  Such  principal  payments,  however,  are  generally  subordinated  to  the  payment  of  senior  debt  of  the  borrowers. 
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A  summary  of  investment  activity  is  as  follows: 


Notes 
Receivable 


Equity 
Investments 


Total 


Investments  made: 

1980  through  1989 

1990 

1991  

Total  investments 

Conversions  of  loan  principal  to  equity 

Less  loan  principal  repayments  and  equity 
investment  costs  recovered 

Gains  on  sales  of  equity  securities  1982 

through  1991  

Allocation  of  gains  to  General  Support  Fund 
Losses  on  investments: 

1983  through  1989 

1990 

1991  

Total  losses 

Investment  balance,  June  30,  1991 


$7,542,899 

$6,309,950 

$13,852,849 

647,600 

175,051 

822,651 

660,000 

641,257 

1,301,257 

8,850,499 

7,126,258 

15,976,757 

(1,757,053) 

1,757,053 
(1,791,722) 

(3,533,704) 

(5,325,426) 

7,310,865 
(7,310,865) 

7,310,865 
(7,310,865) 

(827,665) 
(250,000) 
(183,957) 

(738,922) 
(424,998) 
(715,000) 

(1,566,587) 
(674,998) 
(898,957) 

(1,261,622) 

(1,878,920) 

(3,140,542) 

$2,298,120 

$5,212,669 

$  7,510,789 

As  of  June  30, 1991  and  1990,  there  were  outstanding  commitments  for  loans  and  equity  investments  totaling  $291 ,739  and 
$445,000,  respectively.  In  addition,  the  Corporation  had  guaranteed  bank  loans  totaling  $105,000  as  of  June  30,  1991. 

4.  Cash,  Cash  Equivalents  and  Short-Term  Investments 

The  Corporation  maintains  operating  cash  accounts  and  other  short-term  investment  securities,  primarily  certificates  of 
deposit,  to  fund  operations  and  to  provide  appropriate  reserves  for  the  Corporation's  investment  programs.  The  cash  accounts 
and  other  short-term  investment  securities  are  allocated  to  the  Corporation's  General  Support  Fund  and  the  Restricted  for 
Investment  Programs  Fund. 

At  June  30,  1991,  the  carrying  amount  of  all  of  the  Corporation's  cash,  cash  equivalents  and  short-term  investments  was 
$3,574,884,  and  the  balances  in  financial  institutions  totaled  $3,591,448.  Of  the  balances  with  the  financial  institutions, 
approximately  $738,000  was  insured,  $275,000  was  collateralized,  and  $2,578,000  was  uninsured  and  uncollateralized  of  which 
$2,118,000  was  on  deposit  with  the  Massachusetts  Municipal  Depository  Trust. 
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5.  General  Support  Expenditures 

The  Corporation's  General  Support  expenditures  for  the  years  ended  June  30,  1991  and  1990  were  as  follows: 


1991  1990 


s 

650,803 

$ 

589,076 

31,659 

16,134 

127,971 

122,111 

53,177 

53,455 

28,060 

30,365 

11,647 

12,425 

32,746 

19,367 

s 

936,063 

$ 

842,933 

Personnel  costs 

Professional  expenses 

Occupancy  costs 

Office  services  and  supplies   

Travel,  meetings  and  conferences 

Publications  and  advertising   

Miscellaneous 

Total  expenditures 

6.  Restricted  Cash  —  General  Support 

The  Board  of  Directors  voted  to  transfer  $500,000  from  the  General  Support  Fund  to  the  Restricted  for  Investment  Programs 
Fund  for  each  of  the  years  ended  June  30,  1991  and  1990.  In  addition,  during  1989  the  Directors  voted  to  restrict  a  total 
of  $858,437  of  General  Support  Funds  for  certain  investment-related  activities.  There  have  been  no  subsequent  changes 
to  this  restriction. 

7.  Office  Facility  Lease 

The  Corporation  has  a  lease  commitment  for  office  space  extending  through  April  1993.  The  agreement  provides  for  base 
rent  plus  operating  expenses,  a  five-year  renewal  option  and  tax  escalation  clauses.  Minimum  base  rental  commitments 
under  this  agreement  are:  1992,  $112,400;  and  1993,  $93,700.  Rent  expense  for  the  years  ended  June  30,  1991  and  1990 
approximated  $122,000  and  $115,000,  respectively. 

8.  Employee  Retirement  Plan 

The  Corporation  provides  retirement  benefits  for  substantially  all  employees  through  a  simplified  employee  pension  plan 
(SEP).  The  Corporation  makes  contributions  to  Individual  Retirement  Accounts  (IRA's)  of  employees  in  amounts  equal  to 
10%  of  an  employee's  gross  annual  salary,  not  to  exceed  $15,000  annually.  Quarterly  contributions  are  distributed  to  the 
eligible  employee's  IRA  at  Fidelity  Investments.  The  Corporation  has  no  fiduciary  responsibility  for  these  investments. 

The  Corporation's  total  payroll  for  1991  and  1990  approximated  $528,000  and  $457,000,  respectively.  Contributions  to  the 
SEP  were  calculated  using  substantially  all  of  total  payroll.  Pension  expense  for  1991  and  1990  approximated  $52,800  and 
$41,000,  respectively. 

9.  Management  Fee  Income 

The  Corporation  has  an  agreement  with  the  Pension  Reserves  Investment  Trust  (PRIT),  a  Massachusetts  state  employee 
pension  trust,  whereby  the  Corporation  will  provide  investment  advisory  and  management  services  relative  to  $2  million 
of  PRIT  assets.  The  Corporation  receives  an  annual  management  fee  of  $60,000  for  its  services.  In  addition,  the  Corporation 
is  entitled  to  receive  20%  of  all  distributions  resulting  from  the  sale  of  investments  after  the  original  contribution  to  its 
investment  account  of  $2  million  has  been  returned  to  PRIT.  As  of  June  30, 1991,  cumulative  distributions  returned  to  PRIT 
from  its  investment  account  totaled  approximately  $549,500,  of  which  $200,000  resulted  from  gains  on  an  investment.  This 
agreement  expires  on  March  31,  1996. 
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